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Introduction:
The withdrawal of government regulations has helped many states, especially in terms of expansion and development of their credit related activities. The state of Maharashtra is no exception to this phenomenon. In this state, there has been considerable growth in the facilities extended by the three tiers of organizational structure of credit cooperatives, especially after the period of early nineties. However, like Tamil Nadu and Gujarat, modifications in cooperative laws are yet to take place in Maharashtra. The policy reforms initiated during the early nineties and their impact on cooperative credit sector have been outlined and examined by Subrahmanyam (1999) . 1 As for viability, one of the recent studies has shown an improvement in the financial viability of district level credit institution during the reform period (Shah, 2001) . However, the questions that merit attention are how far the societies affiliated to district level institution are successful and how best they are managed under the relaxed market conditions. The present study carried out in Maharashtra attempts to address these questions and it comprehensively evaluates the organizational, operational and financial health of the societies affiliated to district level institution.
Data Base and Methodology:
The study was conducted in Kolhapur district of Maharashtra. It is basically a performance evaluation study of two selected Primary Agricultural Cooperative Credit Societies (PACS) affiliated to Kolhapur District Central Cooperative Bank (KDCCB). The two selected societies represented different audit class such as 'A' and 'B' and they were selected randomly from two different talukas of the district, namely, Karveer and Shirol. The selection of talukas was based on certain rationale. 2 Time series information encompassing the period from 1985 to 1998 with respect to membership pattern, share capital, reserve and other funds, deposits, investments, working capital, loan advancement, recovery and overdue, profit and loss account, asset and liability position, income and expenditure pattern, etc, were collected from the official records as well as annual reports of the selected societies. In order to evaluate the operational as well as financial performance of the societies, the entire period (1985 to 1998) was broken into two sub periods, i.e. the period before the economic reforms (1985) (1986) (1987) (1988) (1989) (1990) (1991) and the period after the economic reforms (1992) (1993) (1994) (1995) (1996) (1997) (1998) . In order to evaluate viability of the selected societies, various financial ratios have been computed for both pre-and post economic reform periods using the methods outlined by Jerry A. Viscione (1977) and Clemens and Dyer (1977) . Information relating to computation of various financial ratios are provided in Appendix 1.
Performance Appraisal of PACS:
The performance of two PACS affiliated to KDCCB has been evaluated in this section for the periods before and after the economic reforms A comparative position in performance indicators of the two selected societies under study is brought out in Table 1 .
Most of the indicators of performance provided in Table 1 are converted to reflect their per member/borrowing member basis status to bring the matter into proper perspective.
Information regarding actual number of members/borrowers under each category are brought out in Appendix 2.
A comparative position revealed a decline in per member amount of share capital, working capital, deposits, cost of management and profit from society 'A' to 'B'. This held true during both the periods Further, as against the pre-economic reform, the post economic reform saw a decline in lower amounts of ST loan advances per borrowing member in the face of an increase in higher amounts of ST loan advances (Table 1) . It is to noted that as against the pre-economic reform period the post-economic reform period was marked with fall in MT loan advances and its recovery in the face of rise in ST loan advances and its recovery, especially in the case of 'A' graded society. 4 On the other hand, recoveries of MT loan of 'B' graded society were noticed to increase sharply during the latter period as against the former period. Further, while 'A' graded society showed an increase in share of SC/ST in total ST loan advances, a marginal decline in the same was noticed for the 'B' graded society during the latter period as against the former period.
Nonetheless, in general proportion of recovery to loan advance increased for both the selected societies with 'B' graded society showing higher increase in recovery as compared to 'A' graded society. Thus, except marginal improvement in recovery, both the societies showed a decline in most of the indicators during the latter period as against the former period.
Portfolio Structure of PACS:
Portfolio structure of the selected societies has been analysed with a view to further analyse various financial ratios, which are mainly based on various categories of assets and liabilities of the societies during the two time period considered. The annual average asset and liability positions of 'A' and 'B' graded societies along with their rates of growth during the pre-and post-economic reform periods are given in Table 2 .
The scenario obtaining from Table 2 revealed that although the total assets of the society falling under audit class 'A' had increased by about three folds during the posteconomic reform period as compared to pre-economic reform period, the growth rates in current, fixed and miscellaneous assets of this society were much faster during the former period as against the latter period. Further, as against the pre-economic reform period, the post-economic reform period was marked with faster rates of growth in current and term liabilities and slower growth in the net worth of the society. As regards the asset and liability position of 'B' graded society, there was slower expansion in assets and liabilities of this society as compared to 'A' graded society during the given period of time. The rates of growth in current and fixed assets of this society were noticed to be much slower during the post-economic reform period as compared to pre-economic reform period. The post economic reform period also saw a declining rate of growth in miscellaneous assets of this society. This society also showed a slower rate of growth in its current and term liabilities and also net worth during the latter period as against the former period. The question, however, that merits attention is that what is the implication of the changing structure in various asset and liability positions of the selected societies during the two time periods considered. A further analysis presented in the subsequent section will provide answer to this question.
Financial Ratio Analysis:
One of the angles to evaluate the operational and functional efficiency of a firm is to analyse various financial ratios. In this study, we have mainly estimated various liquidity, profitability and financial leverage ratios for both pre-and post-economic reform periods and these ratios for the selected societies are brought out in Table 3 .
The estimates of current ratio revealed that while 'B' graded society turned out to be in a good position to meet its current obligations during both pre-and post-economic reform periods, such was not the case for 'A' graded society as its current assets had fallen short of current liabilities during the latter period as against the former period. Consequently, the current ratio of 'A' graded society estimated at 1.62 during the pre-economic reform period had fallen to 0.90 during the post-economic reform period (Table 3) .
Both the societies also showed a sharp decline in their profitability ratios during the latter period as against the former period. Rate of return on asset and return on owner's equity have been considered profitability ratios in this study. Generally, an increase in profitability ratio is considered as a good sign for the financial health of the firm. Nonetheless, this increase could also pose a danger if the firm relies too heavily on debt. A further analyses indicated that 65 per cent of the 'A' graded society's assets were financed by debt during the pre-economic reform period and 67 per cent during the post-economic reform period. The possible reason for higher debt-asset ratio during the latter period as against the former period could be traced to the faster rate of growth in total debt of 'A' graded society as compared to growth in its total assets in the post-economic reform period over that of pre-economic reform period. Unlike 'A' graded society, the 'B' graded society showed a decline in its debtasset ratio during the latter period as against the former period.
Another important ratio estimated in this study was the capitalization ratio. graded society as compared to 'A' graded society during both the periods.
A significant improvement in fixed ratio of both the societies was also noticed during the latter period as against the former period. Since this ratio measures the financial safety of the business, an improvement in the same could be considered as a good sign for the financial health of the societies. Nonetheless, it is worthwhile to mention that the net capital ratio, equity ratio, equity to asset value ratio and marginal efficiency of capital (MEC) of 'A' graded society had fallen during the latter period as against the former period. Even MEC of 'B' graded society had fallen sharply during the latter period. Nonetheless, a relatively higher increase in working capital as compared to increase in share capital in post-economic reform period over that of pre-economic reform period had led to positive high value of equalization multiplier for both the selected societies.
Inferences and Conclusions:
The overall analysis drawn from this study has raised several doubts about the efficient functioning of the selected societies. Not only the selected societies showed a decline in their current ratio, rate of return on assets, return on owner's equity and MEC but also higher dependency on lender's capital for their finances. This dependency was seen to be higher in the case of 'A' graded society. Nonetheless, 'A' graded society showed an improvement in its permanent capital during the latter period as against the former period. On the other hand, permanent capital position of 'B' graded society had declined during the latter period as against the former period. Further, in the case of 'A' graded society there was not much improvement in the net worth and in fact share of net worth in its total liability had declined in the post economic reform period as compared to the period preceding it. The declining share of net worth had caused an increase in debt-asset ratio of this society during the latter period as against the former period.
In fact, among various ratios the most important ratio estimated in this study was the return on owner's equity. The estimated return on owner's equity of both the selected societies were seen to fall sharply during the post-economic reform period as against the preeconomic reform period. Since the return on owner's equity is a function of as to how efficiently a firm manages its assets, the net profit margin on sales and the degree of financial leverage, a reduction in return on equity of the selected societies could, therefore, be considered as a sign of reduction in efficiency of the societies in managing their assets and liabilities, and also income and expenditure pattern. In relative terms, this reduction in efficiency was more pronounced in the case of 'B' graded society as against the 'A' graded society. Thus, both the selected societies showed inefficient functioning during the posteconomic reform period as compared to pre-economic reform period. However, a programme initiative towards a favourable asset-mix may help the selected societies to improve their operational efficiency in the years to come. Some of the past studies have also shown unsatisfactory performance of credit cooperatives at the grass root level (Ambastha, 1984; Shah, 1988; Sasi, 1987; Nimmi, 1986; Shah, 1995) . In fact, while examining the impact of economic reforms on cooperative credit sector, Subrahmanyam (1999) had also stressed upon not only the positive and negative effects of the policy reforms but also suggested some new steps that need to be initiated to truly restructure the cooperative credit sector in the country.
End Notes:
1. In broader terms the major reforms / steps initiated during the period from 1991 / 92 to 1997 / 98 in Cooperative Credit Sector are seen to be revolving around : (a) relaxation in branch expansion policy, (b) liberalization and relaxation in Credit Authorization Scheme, (c) permission to SCBs to introduce STOCKINVEST and Currency Chest Branches, (d) 'some additional' scheme to SCBs in National Level Consortium arrangement for financing, (e) a policy decision to permit SCBs on case by case to subscribe the Public Sector Bonds, (f) assistance to SCBs from cooperative Development Fund by NABARD to ensure proper Management Information System / to conduct research studies, (g) deregulated interest rates on advances and deposits by SCBs / DCBs, (h) preparation of Development Action Plans and entering into MOUs at the instance of NABARD, (i) applicability of Prudential norms to SCBs / DCCBs , and (j) relaxation in extending finance to individuals with a view to provide avenues for deployment of the resources. [ For the details regarding likely impact financial sector reforms on agricultural credit delivery system, please also refer Gadgil (1994)] 2. The selection of talukas was based on various parameters such as number of PACS, membership, share capital, working capital, owned funds and number of borrowers per society in each taluka of the selected district. Based on these variables, standard score for each variable was calculated. And, after adding up all the scores, the total score was calculated for each taluka. This procedure helped to develop a scale for ranking all the talukas of the district. Three talukas, that scored high on this scale, were finally selected for this study.
3. As against the pre-economic reform, the post economic reform saw a decline in ST loan advances per borrowing member not only for the loans upto Rs 500 but also for the loans ranging from Rs 501 to Rs 1,000, Rs 1,001 to Rs 3,000 and Rs 3,001 to Rs 5,000. This held especially true for the society falling under audit class 'A'. On the other hand, the amount of ST loan per borrowing member for the loans ranging from Rs 5,001 to Rs 10,000 and also for the loans above Rs 10,000 had increased sharply during the posteconomic reform period as against the pre-economic reform period.
4. As against 47 per cent rise in ST loan advances of 'A' graded society, the MT loan advances of this society has fallen by 25 per cent during the post-economic reform period over that of pre-economic reform period. Further, as against 76 per cent rise in recovery of ST loan, the recovery of MT loan of 'A' graded society has fallen by 26 per cent during the post-economic reform period over that of pre-economic reform period.
5. Capitalization ratio indicates the proportion of permanent capital that is financed by debt. The sum of term debt and owner's equity represent the permanent capital. (1992) (1993) (1994) (1995) (1996) (1997) (1998) CGR : Compound Growth Rate 2)***and** represent significance of growth rates at 1and 5 per cent level of probability. Note: For detailed interpretations of various ratios, please refer Jerry A. Viscione (1977) and Clemens and Dyer (1977) .
